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SUBJECT: REGULATION OF FOREIGN BANKS IN BRAZIL 
REF: STATE A- 1911 

1. BRAZIL'S BASIS BANKING LEGISLATION (LAW 4595 OF DECEMBER 31, 

1964, A TRANSLATION OF WHICH WAS TRANSMITTED WITH RIO A-838 OF 
JANUARY 27, 1965) GENERALLY PROVIDS EQUAL TREATMENT FOR FOREIGN 
AND 

DOMESTIC BANKS. THE MOST SIGNIFICANT POINT ON WHICH THE 
LAW MAKES A DISTINCTION BETWEEN FOREIGN AND DOMESTIC BANKS IS 
ON THE METHOD OF AUTHORIZATION. DOMESTIC BANKING OPERATIONS 
CAN BE AUTHORIZED BY THE CENTRAL BANK OF BRAZIL WHILE FOREIGN 
BANKS CAN ONLY BE SET UP BY PRESIDENTIAL DECREE. 

2. WHILE THE LEGISLATION GRANTS EQUAL TREATMENT, UNWRITTEN 
REGULATIONS AND ADMINISTRATIVE PROCEDURES PLACE ANUMBER OF 
RESTRICTIONS ON THE ENTRY OF FOREIGN BANKS INTO BRAZIL, AND 
LIMIT THE COMPEITIVE STRENGTH OF THOSE ALREADY OPERATING IN 
THE COUNTRY. THESE RESTRICTIONS AND LIMITATIONS ARE AS FOLLOWS: 

A. FOREIGN BANKS CANNOT ACQUIRE EQUITY PARTICIPATION IN 
BRAZILIAN COMMERCIAL BANKS. 
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B. NEW FOREIGN COMMERCIALBANKS ARE NOT PERMITTED TO SET UP 
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BRANCHES IN BRAZIL, BUT REPRESENTATIVE OFFICES MAY BE ESTABLISHED. 

C. FOREIGN BANKS CAN ONLY ACQUIRE UP TO 30 PERCENT (ONE SOURCE 
PUT THE FIGURE AT 33 PERCENT) EQUITY PARTICIPATION IN BRAZILIAN 
INVESTMENT BANKS. 

D. THE FEDERAL GOVERNMENT AND GOVERNMENT ENTERPRISES ONLY 
RARELY DEPOSIT THEIR FUNDS WITH FOREIGN BANKS. 

E. FOREIGN BANKS CANNOT COLLECT FEDERAL TAXES. THEY CAN ONLY 
COLLECT STATE AND MUNCIPAL TAXES. 
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